
LICENSEE: ATLANTIC CITY SHOWBOAT, INC 

FOR THE QUARTER ENDED MARCH 31,2002 

TO THE 

CASINO CONTROL COMMISSION 

OF THE 

STATE OF NEW JERSEY 



BALANCE SHEETS 
AS OF MARCH 3 1,2002 AND 200 1 

(UNAUDITED) 
($ IN THOUSANDS) 

Current Assets: 
........................................................................................... Cash and Cash Equivalents 

................................................................................................ Short-Term Investments 
Receivables and Patrons' Checks (Net of Allowance for 
Doubtful Accounts - 2002, $1,169 ; 200 1, $1,242 ) ............................ NOTE 3 
Inventories .............................................................................................. NOTE 1 
Prepaid Expenses and Other Current Assets ............................................... NOTE 4 

................................................................................................. Total Current Assets 

estments, Advances, and Receivables ................................................ NOTE 5 & 13 
...................................................................................... perty and Equipment - Gross 

ess: Accumulated Depreciation and Amortization ...................................................... 
........................................................................................ roperty and Equipment - Net. 

ther Assets .................................................................................................................... 

..................................................................................................................... otal Assets 

LIABILITIES AND EQUITY 

urrent Liabilities: 
.......................................................................................................... Accounts Payable 

............................................................................................................... Notes Payable 
Current Portion of Long-Tern Debt: 

......................................................................................................... Due to AsGliates 
Other. ......................................................................................................................... 

.............................................................................. Income Taxes Payable and Accrued 
Other Accrued Expenses ............................................................................. NOTE 6 

........................................................................................... Other Current Liabilities 
............................................................................................. Total Current Liabilities 

............................................................................................ Due to Affiliates NOTE 8 
........................................................................................................ Other 

eferred Credits ...................................................................................... 
ther Liabilities ............................................................................................ NOTE 7 
omitments and Contingencies ................................................................... NOTE 14 

................................................................................................................ otal Liabilities 

tockholders', Partners', or Proprietor's Equity ........................................... 

The accompanying notes are an integral part of the financial statements. 
Valid comparisons cannot be made without using information contained in the notes 



TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, INC. 

STATEMENTS OF INCOME 

FOR THE THREE MONTHS ENDED MARCH 31,2002 AND 2001 
Amended 

(UNAUDITED) 
(% IN THOUSANDS) 

Casino.. * .................................................................................................... 
.................................................................................................... Rooms.. 

................................................................................... Food and Beverage 
Other.. ...................................................................................................... 

......................................................................................... Total Revenue 
................................................................. Less: Promotional Allowatlces. 

..................................................................... Net Revenue.. N O  1 

Costs and Expenses: 
Cost of Goods and Services * ....................................................................... 

...................................................... Selling, General, and Administrative.. 
............................................................. Provision for DoubtN Accounts.. 

...................................................................... Total Costs and Expenses 

................................................................................. oss Operating Profit 

................................................................ Depreciation and Amortization.. 
Charges from Affiliates Other than Interest: 

.............................................................. Management Fees. 
Other.. ................................................................... NOTE 2,9 & 10 

.................................................................... come (Loss) from Operations 

her Inwrne (Expenses): 
Interest @pens) - Affiliates .............................................. NOTE 8 

..................................................................... Interest (Expense) - External 
Investment Alternative Tax and Related Income (Expense) - Net ............... 

onoperating Income (Expense) - Net .................................. 
.............................................................. Total Other Income (Expenses) 

come (Loss) Before Income Taxes and Extraordinary Items ....................... 

Extraordinary Items .................................................... 
(Net of Income Taxes - 

.............................. ) 

Ammended 10/29/02 to reflect Simulcast Win net of Commissions and Fees 

.The accompanying notes are an integral part of the financial statements. 
Valid comparisons cannot be made without using information contained in the notes. 



TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, INC 

STATEMENTS OF INCOME 

FOR THE THREE MONTHS ENDED MARCH 3 1,2002 AND 200 1 

(UNAUDITED) 
($ IN THOUSANDS) 

Casino.. ....................................................................................................... 
Rooms.. ....................................................................................................... 

...................................................................................... Food and Beverage 
Other. .......................................................................................................... 
Total Revenue ........................................................................................... 

Less: Promotional Allowances.. .................................................................. 
Net Revenue.. ..................................................................... .NOTE 1 

Costs and Expenses: 
Cost of Goods and Services ......................................................................... 
Selling, General, and Administrative ........................................................... 

............................................................... Provision for Doubtfid Accounts.. 
......................................................................... Total Costs and Expenses 

.................................................................................... Gross Operating Profit 

.................................................................. Depreciation and Amortization.. 
Charges from Other than Interest: 

Management Fees ............................................................... 
Other.. ................................................................ N O T E  2,9 & 1 0 

....................................................................... Income (Loss) from Operations 

Other Income (Expenses): 
.............................................. Interest (Expense) - Affiliates NOTE 8 

....................................................................... Interest (Expense) - External 
................ Investment Alternative Tax and Related Income (Expense) - Net 

................................. Nonoperating Income (Expense) - Net. 
............................................................... Total Other Income (Expenses).. 

come (Loss) Before Income Taxes and Extraordinary Items ......................... 
............................................................. Provision (Credit) for Income Taxes.. 

...................................................... come (Loss) Before Extraordinary Items 
Extraordmuy Item (Net of Income Taxes - 

.............................. ) 

* Prior year amounts have been restated to conform to current year presenation. 

The accompanying notes are an integral part of the f m c i a l  statements. 
Valid comparisons cannot be made without using information contained in the notes. 



TRADING NAME OF LICENSEE ATLANTIC CITY SHOWBOAT, DJC 

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY 
FOR 'THE TWELVE MONTHS ENDED DECEMBER 3 1,200 1 AND THE THREE MONTHS ENDED MARCH 3 1,2002 

(UNAUDITED) 
($ IN THOUSANDS) 

Balance, December 31, 2000 ............................. 

Net Inwme (Loss) - 2001 ........................... 
Contribution to Paid-in-Capital ..................... 

....................................................... Dividends 
Prior Period Adjustments ........ ... ............... 

lance, December 31, 2001 ............................ 

Net Inwme (Loss) - 2002 ........................... 
Contribution to Paid-in -Capital .................... 

.......................... Dividends.. 
Prior Period Adjustments.. ................. 
1999 Inwme Tax Adjustment 

The accompanying notes are an integral part of the financial statements. 
Valid comparisons cannot be made without using information contained in the notes 
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TRADINGNAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, INC. 

STATEMENTS OF CASH FLOWS 
FOR TfE THREE MONTHS ENDED MARCH 31,2002 AND 2001 

(UNAuDrnD) 
($ IN THOUSANDS) 

................... NET CASH PROVIDED (USED) BY OPERATJNG ACTIVITIES 

CASH FLOWS FROM INVESTKNGACTWITES: 
.............................................. Purchase of Short-Term Investment Securities. 

......................... Proceeds from the Sale of Short-Term Investment Securities 
Cash Outflows for Property and Equipment ................................................... 

.................................. Proceeds from Disposition of Property and Equipment 
.............................................. Purchase of Casino Reinvestment Obligations. 

Purchase of Other Investments and LoansIAdvances made ............................ 
Proceeds from Disposal of Investments and Collection 

.................................................. of Advances and Long-Term Receivables.. 

.................................................. Cash Outflows to Acquire Business Entities 
................................. 
................................. 

.......................................... Net Cash Provided (Used) Bv Investing Activities.. 

CASH FLOWS FROM FINANCING ACTIVITIES: 
......................................... Cash Proceeds from Issuance of Short-Term Debt 

............................................................. Payments to Seffle Short-Term Debt 
.......................................... Cash Proceeds from Issuance of Long-Term Debt 

.................................................................................... Costs of Issuing Debt 
............................................................ Payments to Seffle Long-Term Debt.. 

Cash Proceeds from Issuing Stock or Capital Contributions ........................... 
.......................................................................... Purchases of Treasury Stock 

........................................... Payments of Dividends or Capital Withdrawals.. 
................................... 
................................... 

.................................... 

t Increase (Decrease) in Cash and Cash Equivalents .................................... 

........................................... sh and Cash Equivalents at Beginning of Period 

The accompanying notes are an integral part of the financial statements. 
Valid comparisons cannot be made without using information contained in the notes. 

CASH PAID DURING PERIOD FOR: 
Interest (Net of Amount Capitalized). ......................................................... - 
Income Taxes ................................................................................................ 

$ - 
$ - 

$ 
$ 



TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT, INC. Page 2 of 2 

STATIEMENTS OF CASH FLOWS 
FOR THE THREE MONTHS ENDED MARCH 3 1,2002 AND 200 1 

(UNAUDITED) 
($ IN THOUSANDS) 

......................................................................................... Net Income (Loss) 
Noncash Items Included in Income and Cash Items 

Excluded &om Income: 
Depreciation and Amortization of Property and Equipment ..................... 

................................................................... Amortization of Other Assets 
Amortization of Debt Discount or Premium ............................................. 

............................................................. Deferred Income Taxes - Current 
....................................................... Deferred Income Taxes - Noncurrent 

(Gain) Loss on Disposition of Property and Equipment ............................ 
(Gain) Loss on Casino Reinvestment Obligations ..................................... 

.......................................... (Gain) Loss from Other Investment Activities 
Net (Increase) Decrease in Receivables and Patrons' 

.................................................................................................... Checks 
..................................................... Net (Increase) Decrease in Inventories 

Net (Increase) Decrease in Other Current Assets ..................................... 
.................................................. Net (Increase) Decrease in Other Assets 

Net Increase (Decrease) in Accounts Payable .......................................... 
Net Increase (Decrease) in Other Current Liabilities 

...................................................................................... Excluding Debt 
Net Increase (Decrease) in Other Noncurrent Liabilities 

Excluding Debt ....................................................................................... 
Net (Increase) Decrease in Invest., Advances, and Receivables ............... 

NET CASH FLOWS FROM OPERATING ACTIVITIES: 

....................................... 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 

....................................................... Less: Capital Lease Obligations Incurred 

................................................................. Property and Equipment Acquired 
....................................................................................... Goodwill Acquired.. 

Net Assets Acquired Other than Cash, Goodwill, and 
................................................................................ Property and Equipment 
............................................................................. Long-Term Debt Assumed 

............................................................ Issuance of Stock or Capital Invested 
...................................................... Cash Outflows to Acquire Business Entities 

Total Issuances of Stock or Capital Contributions .......................................... 

The accompanying notes are an integral part of the financial statements. 
Valid comparisons cannot be made without using information contained in the notes. 



TRADING NAME OF LICENSEE: ATLANTIC CITY SHOWBOAT 

SCHEDULE OF PROMOTIONAL 
EXPENSES AND ALLOWANCES 

($ IN THOUSANDS) 

FOR THE THREE MONTHS ENDED MARCH 3 1,2002 

FOR THE THREE MONTHS ENDED MARCH 3 1,2002 

*Included in the other Promotional Expenses is the cost of Cigarette and Cigar complimentaries in the amount of $75,000, 
*No other individual complimentary service or item within the "Other" category exceeds 5% of that column's total. 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

(1) Summarv of Simificant Accounting Policies 

Nature of Operations 

Atlantic City Showboat, Inc. (the Company), is a wholly owned subsidiary of Ocean Showboat. 
Inc. (OSI), which is a wholly owned subsidiary of Showboat, Inc. (SBO). SBO is a wholly owned 
subsidiary Harrah's Operating Company, Inc. (HOC), which is a wholly owned subsidiary of 
Harrah's Entertainment, Inc. and Subsidiaries ( H A R M ' S ) .  OSI was incorporated in 1983 and is 
a holding company with its principal assets being investments in the Company. The Company 
conducts casino gaming operations and operates full supportive services of hotel, restaurant. bar 
and convention facilities at the Showboat Hotel and Casino in Atlantic City, New Jersey (Atlantic 
City Showboat). 

On June 1, 1998, IIARRAH'S, a Delaware corporation, purchased SBO and its subsidiaries. 

Omission of Disclosures 

In accordance with the Financial Reporting guidelines provided by the Casino Control 
Commission (the "CCC"), the Company has elected not to include certain disclosures, which have 
not significantly changed since filing the most recent Quarterly Report. Accordingly, the following 
disclosures have been omitted: Future Lease Obligations and certain Income Tax disclosures. 

Revenue Recopnition 

Casino revenues consist of the net win from gaming activities, which is the difference between 
gaming wins and losses. Revenues from hotel and other services are recognized at the time the 
related services are performed. 

Promotional Allowances 

Gross revenues include the retail value of complimentary food, beverage, theater and hotel services 
furnished to patrons. The retail value of these promotional allowances is deducted to arrive at net 
revenues. As more fully disclosed in the paragraph "Recent Accounting Pronouncements" 
promotional allowances have been expanded to include cash rebates. The estimated cost of 
providing complimentary services and cash rebates to customers for the three months ended March 
3 1, 2002 and 200 1, respectively, were as follows: 

Food and Beverage 
Rooms 
Other 
Bus Program Cash 
Other Cash Complimentaries 

Cash and Cash Equivalents 

The Company considers all highly liquid investments purchased with a maturity of three months or 
less, at the time of purchase, to be cash equivalents. 



ATLANTIC CITY SHOWBOAT, INC. 
* - 

Notes to Financial Statements 
- 

(Dollars In Thousands) 

Inventories 

Inventories of provisions and supplies are valued at the lower of cost (weighted average basis) or 
market. 

Financial Instruments 

The carrying amount of cash equivalents, receivables and all current liabilities approximates fair 
value due to their short-term nature. The fair value of a financial instrument is the amount at which 
the instrument could be exchanged in a current transaction between willing parties. After givmg 
effect to their allowances, the Casino Reinvestment Development Authority (CRDA) bonds and 
deposits approximately indicate their fair value based upon their below market interest rates. The 
carrying amount of long-term debt is estimated to approximate its fair value as the stated rates 
approximate current rates. 

Propertv and Equipment 

Property and Equipment is carried at cost. Depreciation including amortization of capitalized 
leases is computed using the straight-line method. The cost of maintenance and repairs is charged 
to expense as incurred: significant renewals and betterments are capitalized. Estimated useful lwes 
for Property and Equipment are 5 to 15 years for Land Improvements. 10 to 40 years for build~ngs 
and 3 to 10 years for furniture and equipment. 

Income Taxes 

Deferred tax assets and liabilities represent the fhture tax consequences attributable to differences 
between the financial statement carrying amounts of existing assets and liabilities and their 
respective tax bases. 

Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable 
income in the years in which those temporary differences are expected to be recovered or settled. 
The effect of a change in existing tax rates is recognized as an increase or decrease to the tax 
provision in the period that includes the enactment date. 

The company is included in the consolidated federal income tax group of HARRAH'S. 
Accordingly, income taxes are allocated based on the agreement, which reflects the separate return 
method except that tax benefits available to the company are recognized when generated by the 
Company to the extent utilized by the group, including carrybacks. 

Deferred Financinp Cost 

Costs associated with the issuance of debt have been deferred and are being amortized to interest 
expense over the life of the related indebtedness using the straight-line method that approximates 
the effective interest method. 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) -- 3 --I - -- 7- __ &3 
Long-lived Assets 

The provisions of Statement of Financial Accounting Standards ("SFAS") No. 12 1. "Accounting 
for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of '  requires. 

among other things, that an entity review its long lived assets and certain related Intangibles for 
impairment whenever events or changes in circumstances indicate that the carrying amount of an 
asset may not be fully recoverable. The assessment for potential impairment is based primarily on 
the Company's ability to recover the unamortized balance of its long-lived assets from expected 
future cash flows from its operations on an undiscounted basis. The Company is not aware of any 
events oi  changes in circumstances that indicate that the carrying amount of any asset may be 
impaired. . 

Accounting Estimates 

The preparation of these financial statements in conformity with generally accepted accounting 
principals requires the Company to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reportmg 
period. Actual results may differ from these estimates. 

The Company provides an allowance for doubtful accounts arising from casino, hotel and other 
services. which is based upon a specific review of certain outstanding receivables and historical 
collection performance. In determining the amount of the allowance, the Company is required to 
make certain estimates and assumptions and actual results may differ from those assumptions. 

Recent Accounting Pronouncements 

In January 2001, the Emerging Issues Task Force ("EITF") reached a consensus on certain issues 
within Issue No. 00-22, "Accounting for 'Points' and Certain other Time-Based or Volume-Based 
Sales Incentive Offers, and Offers for Free products or Services to be Delivered in the Future" 
(EITF 00-22"). Application of EITF 00-22 is required for all interim and annual periods ending 
after February 15, 2001. EITF 00-22 requires volume-based cash rebates to be classified as a 
reduction of revenue. Accordingly, such rebates have been classified as promotional allowances. 
The Company previously classifies these expenditures as gaming expense. Approximately $10,128 
and $9,842 were reclassified from casino expenses to promotional allowances for the three months 
ended March 3 1, 2002 and 2001, respectively. 

In June 2001, the Financial Accounting Standards Board ("FASB") issued SFAS No. 143. 
"Accounting for Asset Retirement Obligations" ("SFAS 143"). This standard addresses the 
financial accounting and reporting for obligations associated with the retirement of tangible long- 
lived assets and associated asset retirement costs. The standard is effective for fiscal years 
beginning after June 15,2002. The Company's management does not expect the adoption of SFAS 
143 to have a material impact on the Company's financial results. 

In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of 
Long-Lived Assets" ("SFAS 144"). This standard addresses financial accounting and reporting for 
the impairment or disposal of long-lived assets. The standard is effective for fiscal years beginning 
after December 15,2001. The Company's management does not expect the adoption of SFAS 144 
to have a material impact on the Company's financial results. 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

(2) Related Partv Transactions 

The Company is charged a fee fiom HOC for a h s t r a t i v e  services (including executwe. 
financial. information technology, legal. marketing, and tax planning and compliance). The 
Company was charged $1,469 and $1,427 for the three months ended March 3 1. 2002 and 200 1. 
respectively, for these services. 

'As more fully disclosed in Note 5. the Company provides services for HARRAH'S and transfers 
cash in excess of its operating needs to HARRAH'S on a daily basis. As more fully disclosed in 
Note 7. services are provided by HARRAH'S and cash is transferred fiom HARRAH'S to the 
Company based upon the needs of the Company to fund daily operations. No interest is paid or 
(earned) on the amount shown as Due To (From) Affiliates in the accompanying statements. 

As more fully disclosed in Note 8, the Company has Intercompany Promissory notes payable 
totaling $715,000. 

As more fully disclosed in Note 9, the Company leases land from a subsidiary of SBO. 

(3) Receivables 

As of March 3 1, 2002 and 2001, Receivables consisted of the following: 

2002 - 
Casino $3,722 
Hotel 137 
Due from CRDA 0 
Other rn 

4,939 
Less allowance for doubtful accounts 

liL2JQ 

(4) Prepaid Expenses & Other Current Assets 

AS of March 31. 2002 and 2001. Prepaid Expenses and Other Current Assets consisted of the 
followmg: 

Prepaid Slot License 
Prepaid Insurance 
Deposits 
Prepaid Rent 
Other 



Al"LANTIC CITY SHOWBOAT. INC. 
Notes to Financial Statements 

(Dollars In Thousands) #- 

5- / Y - D ~  
_4-- - 

(5) Investments. Advances & Receivables 

As of March 31, 2002 and 2001, Investments, Advances and Receivables consisted of the 
following: 

CRDA Deposits (Note 13) $17,653 $13.792 
CRDA Bonds (Note 13) 10,065 7,701 

27.7 18 2 1,493 
Less: Valuation Allowance on CRDA 
Investments (8.009) (5,746) 
CRDA Investments, Net 19,709 15,747 

Due From Affiliates 959.218 826.360 
$978.927 $842.107 

Due From Affiliates consisted of the following: 

HARRAH ' S 
Showboat Operating Company 
Harrah's Atlantic City 
Showboat Indiana 
Harrah's New Orleans 
Harrah's Lake Tahoe 
Harrah's Joliet 
Harrah's Ak-Chin 
Harrah's North Kansas City 
Harrah's Harvey's Tahoe 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

(6) Accrued Liabilities 

As of March 3 1,2002 and 200 1, Other Accrued Expenses consisted of the following: 

Salaries and Wages 
Taxes, Other Than Taxes on Income 
~ c c r u e d  Advertising and Promotion 
Accrued Interest 
Warehouse Lease 
Other 

(7) Other Liabilities 

As of March 3 1, 2002 and 200 1, Other Liabilities consisted of the following: 

Due to Affiliates, Long-Term $465,577 
Other 617 

$466.194 

Due To Affiliates consisted of the following: 

HARRAH 'S 
Showboat Inc. 

Harrah's Las Vegas 

Harrah's Laughlin 

Harrah's Reno 

Harrah's Tunica 

Harrah's Illinois 

Rio Las Vegas 

Ocean Showboat 

Harrah's Atlantic City 

Showboat Operating Company 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 3 7'4-9 

(8) Long Term Debt, Due to Affiliates 

As of March 3 1, 2002 and 2001 Long-Tern Debt, Due to Affiliates consisted of the following: 

9 54 % Promissory Note - Due 2008 
7 % % Promissory Note - Due 2009 
Total Long Term Debt 

On May 18, 1993, SBO issued $275,000 of 9 114% First Mortgage Bonds due 2008 (9 % 70 
Bonds) and subsequently loaned approximately $215,000 of the proceeds to the Company 
evidenced by an intercompany promissory note with t e r n  and conditions consistent with those of 
the 9 'A% Bonds. 

Subsequent to the acquisition of SBO by HARRAH'S on June 1, 1998, HARRAH'S completed 
tender offers and consent solicitations for SBO's 9 'h Bonds. As a result of the receipt of the 
requisite consents, HARRAH'S eliminated or modified substantially all of the negative covenants. 
certain events of default and made other changes to the respective indentures governing the 9 % 
Bonds. The Company's intercompany promissory note with SBO remained unchanged. 

On January 15, 1999 the Company entered into a $500,000 intercompany promissory note with 
HOC. 

For value received, the Company promises to pay HOC the principal sum of $500.000 on January 
15, 2009 and to pay interest thereon at the rate of 7 '/z % per annum. Payments of Interest shall be 
made semiannually on January 15 and July 15 of each year, commencing July 15. 1999, and shall 
be calculated on the basis of a 360-day year. 

Interest payments related to long-term debt are included in the Amounts Due to Affiliates 

(9) Leases 

The Company leases a warehouse under a long-term lease agreement that is capitalized as a capital 
lease. The Company has the option to purchase the warehouse from January 1. 2006 through 
March 3 1, 2006 at an option price of approximately $1.928. 

The Company leases 10 1:2 acres of Boardwalk property in Atlantic City, New Jersey for a term 
ending in 2082 from an affiliate. Annual rent payments, which are payable monthly, commenced 
upon opening of the Atlantic City Showboat. The rent is adjusted annually based upon changes in 
the Consumer Price Index. In April 2001, the annual rent increased $293 to $9,966. The 
Company is responsible for taxes. assessments. insurance and utilities. Rent expense under this 
lease for the three months ended March 31, 2002 and 2001, was $2,491 and $2,4 18, respectively. 

(10) Stock Plans 

HARRAH'S has various incentive plans under which restricted shares or stock options may be 
granted to key employees of the Company. Compensation expense of $131 and $131 was 
recognized for the three months ended March 3 1, 2002 and 2001, respectively. 



ATLANTIC CITY SHOWBOAT, LNC. 
lVotes to Financial Statements 

(Dollars In Thousands 

(1 1) Non-opera tin^ Income (Expense) 

For the three months ended March 3 1,2002 and 200 1, Non-Operating Income (Expense) consisted 
of the following: 

2002 2001 

Interest Income 
Gain (Loss) on Disposal of Property & 
Equipment 

(12) Emplovee Benefit Plans 

The Company maintains a retirement and savings plan for eligible employees who are not covered 
by a collective bargaining agreement. Under the terms of the plan adopted on July 1, 1999. 
eligible employees may defer up to 6% of their compensation, as defined, of which 100% of the 
deferral is matched by the Company. Eligible employees may contribute an additional 10% of their 
compensation, which will not be matched by the Company. Amounts contributed by the Company 
vest over a five-year period. The Company contributed $517 and $607 to this plan for the three 
months ended March 3 1,2002 and 2001, respectively. 

The Company's union employees are covered by a union-sponsored, collectively bargained, multi- 
employer pension plans. Contributions are generally determined in accordance with the provisions 
of negotiated labor contracts and generally are based on the number of hours worked. 
Contributions to the plans were $2 10 and $179 during the three months ended March 3 1. 2002 and 
200 1, respectively. 

(13) New Jersev Investment Obligation 

The New Jersey Casino Control Act (Act) provides, among other things, for an assessment on a 
gaming licensee equal to 1.25% of their gross gaming revenues in lieu of an investment alternative 
tax equal to 2.5% of gross gaming revenues. The Company may satisfy this investment obligation 
by investing in qualified eligible direct investments, by making qualified contributions or by 
depositing funds with the CRDA. Funds deposited with the CRDA may be used to purchase bonds 
designated by the CRDA or. under certain circumstances, may be used to purchase bonds 
designated by the CRDA in exchange for credits against future CRDA investment obligations. 
CRDA bonds have terms up to 50 years and bear interest at below market rates. 

Deposits with the CRDA bear interest at two-thirds of market rates resulting in a current value 
lower than cost. As more fully disclosed in Note 5, at March 31, 2002 and 2001, Investments, 
Advances, and Receivables include $19.709 and $15,747, respectively, representing the 
Company's bond purchases and deposits with the CRDA, net of the valuation allowance. The 
carrying value of these deposits. net of the valuation allowance, approximates fair value. 



ATLANTIC CITY SHOWBOAT, INC. 
Notes to Financial Statements 

(Dollars In Thousands) 

(13) New Jersev Investment Obligation 4Cont.l 

The Company was eligible to receive approximately $1 1,500 in funding credits reserved by the 
CRDA. as a result of the completion of the hotel expansion program at the Atlantic City Showboat. 
completed in 1994. In December 2001, the Company received the final distribution of the funding 
credits. 

In December 1999 the CRDA approved a credit exchange agreement between the Company and 
Harrah's- Atlantic City (HAC). The CRDA approved an exchange of $4,628 of Harrah's South 
Jersey Future Obligations for $4,628 from the Company's Atlantic City Housing Current 
Obligations. The exchange was implemented by the immediate transfer of $4,628 from the 
Company's Atlantic City Housing Obligations to Harrah's. In accordance with the exchange 
agreement, $4,628 of Harrah's South Jersey Future Obligations shall be transferred back to the 
Company's South Jersey Current Obligations upon payment by HAC of such Obligations recewed 
by the CRDA on future Quarterly Payment Dates. 

(14) Commitments and Contingencies 

Litipation 

The Company is a party in various legal proceedings with respect to the conduct of its operations. 
Although a possible range of loss cannot be estimated, in the opinion of management, settlement or 
resolution of the proceedings should not have a material adverse impact on the financial position or 
results of operations of the Company. 

License Renewal 

During January 2001, the New Jersey Casino Control Commission (the "CCC") renewed the 
Company's license to operate its casino hotel complex in Atlantic City. A casino license is not 
transferable, and must be renewed every four years by filing an application which must be acted 
upon by the CCC no later than 30 days prior to the expiration of the license then in force. 

(15) Restatements 

Income Taxes 
For the three months ending March 3 1, 2001 the Statement of Income has been restated to include 
an income tax benefit of $3.730. Additionally, Due From Affiliates was increased $2,673 
representing the impact on current income taxes payable and the Deferred Tax Liability Account 
was reduced $1,057 representing the impact on the Deferred Tax balance. 

For the three months ending March 3 1, 2002 the Statement of Income has been restated to include 
an income tax benefit of $763. Additionally, Due From Affiliates was increased $1,614 
representing the impact on the current income taxes payable and the Deferred Tax Liability 
Account was increased $852 representing the impact on the Deferred Tax balance. 

Prior to the restatement income tax expense (benefit) was only determined on an annual basis. 



(15) Restatements (Cont.1 "3 -/ $ 4 4 .  

Trademarks and Licensing 

Prior to January 1, 2002 the Company was required to'pay certain Trademark and licensing fees to 
m ' S .  During the second quarter of 2002, the agreement was amended to reduce the fee to 
zero effective January 1, 2002. The accompanying financial statements are presented herein to 
reflect this amendment as of the effective date. For the three months ended March 3 1. 2002 this 
resulted in a reduction of Charges fiom Affiliates-Other and a corresponding increase to Ket 
Income of $6,742. 

Promotional Allowances 

Subsequent to the filing of the March 3 1, 2002 financial statements the CCC gave msrmction to 
reclass certain promotional costs previously accounted for as operating expenses for CCC 
Financial Statement presentation purposes. For the three months ended March 3 1. 2002 and 2001 
$446 and $354 respectively, were reclassified from operating expenses to promotional allowances. 
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STATEMENT OF CONFORMITY, ACCURACY AND COMPLIANCE 

1. I have examined this Quarterly Report. 

2. All the information contained in this Quarterly Report has been prepared in conformity 
with the Casino Control Commission's Quarterly Report Instructions and Uniform Chart 
of Accounts. 

3. To the best of my knowledge and belief, the information contained in this report is 
accurate. 

4. To the best of my knowledge and belief, except for the deficiencies noted below, the 
licensee submitting this Quarterly Report has remained in compliance with the financial 
stability regulations contained in N.J.A.C. 1943-4.2(b)1-5 during the quarter. 

Vice President of Finance & Admin. 
Title 

License Number 

On Behalf Of: 

Atlantic City Showboat, Inc. 
Casino Licensee 




